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Our Mission

&! ) 2 #Al AAAGC
to be a strong,

Independent, credible,
national voice for

Investors.

We are committed to
advancing stronger
Investor protections Iin
securities regulation.




Message from Ellen Roseman

Chair

FAIR Canada celebrated its fifth anniversary in 2013. It has
firmly established itself as an independent organization that
provides a professional, objective and balanced voice for finan-
cial consumers on a national basis.
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charity, furthering our efforts to develop a funding plan to sus-

tain the organization in the future. Charitable status allows us

to raise funds through charitable donations. It also lends addi-

tional credibility to our activities and governance.
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has created strategic priorities for the next three years. We focus on retail investor issues, particularly

the clientadvisor relationship and complex, higge and higkrisk securities. These are issues that Ca-

nadian securities regulators have paid attention to in the past few years, issues that FAIR Canada be-

lieves are important initiatives that must be moved forward.

Improving the system to protect investors against fraud is another priority, one that was the focus of
considerable staff time during the last fiscal year. FAIR Canada issued its second report on combating
investment fraud in August 2014.
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issues, so we have made this a strategic priority. Fundraising to keep FAIR Canada viable in the future is
another priority. We are very grateful to our director Stephen Jarislowsky for his donation of $2 million

into the FAIR Canada Jarislowsky Endowment Fund.
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to thank our current and past directors for their contributions and guidance. While the organization

has faced challenges, the directors have shown continued support for FAIR Canada and its mission. The
board has benefited from having a number of new directors join us over the past few years, providing

new and different perspectives on investor issues.

FAIR Canada is a recognized and valued voice in the-paiking process. | am sure that it will con-
GAydzS G2 LXre | 1Se& NRtS Ay [RGFIyOAy3d Ay@Saiz2NEQ

On behalf of the Board of Directors,

G

Ellen Roseman, Chair



Message from Ermanno Pascutto

Former Executive Director

Since its inception, FAIR Canada has striven to prove itself as an independent and proactive organiza-

tion that is able to provide a professional, objective, and balanced voice for Canadian investors.

{AYyOS GKS GAYS 2F 2dzNJ tFad F002dzydloAfAdle NBLRNIZ
key investor protection issues including:

1. the need for a statutory best interest duty;

2. the need to address conflicts of interest in the sale o
investment products to facilitate good financial out-
comes for the investing public;

3. the need for stricter regulation of the misleading pro
motion of borrowing to purchase investment product

4. the serious risks associated with selling speculative
vestments to unsophisticated and vulnerable investg
through equity crowdfunding; and

5. concerns relating to expansion of the exempt marke
the absence of sound data and in light of widespread
non-compliance with existing rules.
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staff, including my recentigppointed successor. | am very pleased that the Board was able to appoint

Neil Gross as the new Executive Director. Neil is an experienced securities lawyer who has represented

retail investors as well as a broad cross section of investment professionals during his career.

FAIR Canada represents the retail investor or consumer of financial products and seaviaase that
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a difference depends to a great degree on a receptive regulatory environment, made up of individuals
dedicated to fulfilling their statutory mandate under securities laws, the most important of which is the
protection of investors.

I have found transitioning to retirement easier than the transition from securities regulator/lawyer to
consumer representative. | look forward to continuing my involvement in FAIR Canada as a director. |
would like to express my thanks to the small but dedicated team at FAIR Canada for their hard work
and to our volunteer Board of Directors for their guidance and support over the last six years.
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Ermanno Pascutto, Former Executive Director



Message from Neil Gross

Executive Director
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new to the securities regulatory poliggaking world and many of

its features continue to surprise me. | must say, though, that one

of the more pleasant and impressive surprises is the extensive

consultation that takes place, both formally and informally, as

part of the policyRS @St 2 LIYSy i LINRPOS&aad LiQa =
regulators, governments, salggulatory organizations, industry

participants, advocates, service providers, educators, researchers,

and others all communicating and working together to build

sound policy. And while sometimes this process can take longer

than expected, real progregsbeing made that will benefit Cana-

dian retail investors.

Progress also is being made in moving FAIR Canada to a new level

of independence through broader funding. Early in 2014 we were

able to announce a splendid and generous gift of $2 million from

the Jarislowsky Foundation for the establishment of an endowment fund. This came with a challenge

from our longtime director, Stephen Jarislowsky, to secure matching funding on ddwone basis.
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on a firm financial footing and now we must execute that plan. It will not be easy. Raising at least an
additional $4 million, plus interim and ongoing operational funding, is a big task for such a small organi-
zation. However, we know that many Canadians see the need for an organization focused on protect-

ing investor rights, and we believe many leaders in the investment and business community share that
Grarz2yd® ¢KSeQ@S 06S3dzy (2 NBALRYR FfNBFIRe FYyR L Y
more potential donors across the country in the months ahead.

-

Of course, funding is merely a means to an end. Financial support allows us to focus on carrying out the
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what allows FAIR Canada to consistently punch above its weight, as demonstrated by all the achieve-

ments outlined in this report.

I would be remiss if | closed this introduction without expressing my appreciation for the extensive

guidance Ermanno Pascutto has provided during my initiation as Executive Director. | also must thank
2dzNJ OKFANJ 9tfSy w2aSYrly FyR GKS NBad 2F CclLw /|yl
credible staff for their hard work and assistance (and patience) in bringing me up to speed. Itis a tre-
mendous privilege to be part of this dedicated team, taking FAIR Canada forward together.

A0 Qs

Neil Gross, Executive Director



Why do we need FAIR Canada®?

Shift in Responsibility for Retirement Saving

FATR gt I finan.cial service_s indl_Jstry plays a significant _role irl the lives
of Canadians. Over time, investments and other financial ser-
S vices and products have become increasingly complicated. Safer
4 4 investments like government bonds and GICs have yielded low

returns. Individuals have increasingly been forced to assume
greater financial responsibility for their retirement and for other
important financial needs over the years. Investors are expected
to read and understand complex disclosure documents despite
the fact that most Canadians do not have the time, financial lit-
eracy, or expertise to assume this burden.

Given this environment, there is a great need for a professional
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process requires sophisticated, constructive input about the regulation of investments, and about Ca-
nadian equity markets generally.

FAIR Canada has become the national, credible, expert, independent voice that provides the investor
perspective on behalf of Canadian investors in securities regulation.

Historical Lack of Investor Voice in Canada

A 2006 expert report by Professor Julia Black, commissioned by the Task Force to Modernize Securities
Legislation in Canada, noted that:

Consumer advocates can play an essential role by communicating the interests and
needs of retail investors to regulators. There are many active and committed indi-
vidual consumer advocates in Canada, and a few advocacy groups. However, on the
whole the larger, established national consumer advocacy bodies have not been
active in securities regulation. This contrasts with the position in Australia, the UK
and the EU. Whilst there are many committed and active individuals, there is no

real, coherent, national, wetbsourced consumer voice representing the interests

of all Canadian retail investors in securities regulation.

One of the key recommendations of the expert report was the establishment of an investor advocacy
2NBFYATFGAR2YY awS3dA Fi2NBR YR 20KSNR ySSR (2 ¢
d42dz2NOSR IyR O2KSNByYy(d ©@2A0S F2N) O2yadzYSNAR Ay /|

CRegulators and others need to work together to de
velop a credible, national, well resourced and cohere
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Why do we need FAIR Canada®?

Industry Representation and Asymmetry

Canadian securities regulators generally have statutory mandates to protect investors from unfair, improper and
fraudulent practices and to foster fair and efficient capital markets. In the process of developing policy and priori-
ties, regulators receive substantial input from listed issuers and financial institutions and their legal and other
advisors as well as industry lobby organizations. The interests of securities registrants, listed issuers (including
their directors and officers) and their advisors are often different from (or even in direct conflict with) those of
retail investors and public shareholders. While individual investors often lack the sophistication, expertise, and
time to provide input into the regulatory poliepaking process, the investment industry brings a strong,-well
spoken and welfinanced voice to the debate.

The financial industry voice includes prafibtivated lobbying and submissions by corporatidhg investment
industry, law firms, accounting firms and other wedbourced servicerovidersto the financial industry, and
industry associations and advocacy groups, including but not limited to:

The Financial Advisors Association of Canada (Advodyestment Funds Institute of Canada (IFIC)

Alternative Investment Management Association Investment Industry Association of Canada (IIAC)

Canadian Bankers Association (CBA) RESP Dealers Association of Canada

Equity Crowdfunding Alliance of Canada The Canadian ETF Association

Federation of Mutual Fund Dealers Securities Industry and Financial Markets Association (St¢RUBY
Financial Planning Standards Council National Exempt Market Association

Independent Financial Brokers of Canada Private Capital Markets Association of Canada

Investment Adviser Association Portfolio Management Association of Canada

The National Crowdfunding Association of Canada Managed Funds Association

Clearly there is an asymmetry in stakeholder representation in the polaking procesdn order to ensure that

all stakeholder voices are heard, it is important that regulators receive constructive, articulate input that focuses

2y Ay @Sai2063piee itshrefalivBlWgnallisiiedand limited financial resouieaR Canada attempts to

improve the policymaking process by countér £  yOAy 3 GKS FAYIYOALIf AYyRdzAGNE QA

Other Consumer Representatives

In addition to FAIR Canada, there are other consumer rights organizations in Canada that represent the retail in-
vestor perspective. However, these organizations are not national in scope, have limited mandates, do not com-
municate in English and French, have limited financial resources, and generally rely on volunteers to represent
the interests of retail investors. Similarly, while there are dedicated individual investor advocates making heroic
efforts without funding or with minimal external funding at best, they alone are not able to create a level playing
field or ensure the investor voice is heard in securities regulation. FAIR Canada, with its national board and full
time, professional staff (which includes securities lawyers) contributes in a way that no other consumer represen-
tatives can to help balance out active financial industry lobby efforts and provide the retail investor perspective.

Providing Balance

Regulators and governments pursuing reform benefit from retail investor support for such reform, particularly
when they are faced with strong opposition from financial industry participants. Prior to the creation of FAIR Can-
ada, the public process for developing policy and priorities (including legislative change) lacked a balance such
that retail investors were woefully underrepresented. The existence of FAIR Canada helps to provide much
needed balance to the securities regulatory policymaking process.



2014 -17 Strategic Priorities
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Strategic Priorities focus on providing the investor perspective and address core retail investor issues

while also providing the flexibility to adapt and respond to emerging issues.

1. Providing the Investor Perspective to Securities Regulators and Governments

FAIR Canada will submit comments on requests for comment issued by Canadian securities regula-
tors (including SROs) and governments that materially relate to our strategic priorities. These com-
ments will focus on providing the investor perspective on policy development.

2. ClientAdvisor Relationship

FAIR Canada will continue to call for reform of the cHarancial advisor relationship to encourage

a better alignment of the interests of retail investors and financial advisors and improve outcomes

for the investing public, and will advocate for the adoption of a requirement that registrants have a

Rdzie G2 00 Ay (GKS OftASyitQa o0Sald AyuSNBadao
3. Complex, Higkee, and HigiRisk Investments

FAIR Canada will investigate and analyze the impact of complex anfigivestments on inves-
tors, promote greater transparencurrounding fees, and call for a ban on compensation that
leads to poor advice (including trailer commissions), as well as more substantive regulation of in-
vestments that often lead to poor consumer outcomes (such as group scholarship plans).

4. Financial Fraud and Other Misconduct

FAIR Canada will promote the recommendations made in its recent report, A Canadian Strategy to
Combat Investment Fraud, with a view to better protecting the investing public from investment
fraud.

5. Maintain and Enhance Relationships and Secure Ebagn Funding
FAIR Canada will execute the FAIR Canada Sustainable Funding Campaign.

FAIR Canada will also maintain and enhance relationships with securities regulators, including pro-
vincial commissions, SROs, governments, consumer organizations, investor advocates, the media
and other organizations.

6. Maintain Capacity on Emerging Issues

FAIR Canada will monitor emerging trends and issues in securities regulation and take action where
warranted in the interest of the investing publi€everal recent examples of emerging issues

where FAIR Canada has been at the forefront are equity crowdfunding, lack of oversight and wide-
spread norcompliance leading to investor harm in the exempt market, expansion of the exempt
market, consumer complaints, consumer redress, financial planning, and leveraged investing in
mutual funds and similar products.



Education and Communication

As a voice of Canadian investors, FAIR Canada encourages stronger investor protections in securities
regulation by educating the public, governments, and regulators about the investor perspective on
relevant issues, conducting and publishing research, and providing constructive recommendations in
the policymaking process.

Monthly Newsletter
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vancement of Investor Rights . . . .

AR Conada Newslotter communlcatlt_)n with stakeholders. We a_ctlvely engage more than

March 2014 2,000 subscribers on a monthly basis with our email newsletters

The CSA Must Act on and occasional newsflashes (distributed in English and French).
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year (the standard set for this industry is 22.7 percent). We have a

strong readership and many subscribers forward our newsletters to

their colleagues and friends. We also receive feedback from various

a0l 1SK2t RSNA Fa ¢Sttt a LISNaR2YylFf Ay

situations; we have observed a strong correlation between the tim-

ing of our newsletter email and our receipt of investor complaints

or inquiries from the public, which suggests that our message is

reaching a receptive audience on issues of relevance to them.

Editorials | DD
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calledinside Track: Protecting Investdtsy’ Ly @dSauyYsS i
online publication. The column began in September 2013. Ple
see Appendix C for a list of these editorials.
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CSA Prop i for Risk in
Fund Facts Based on Standard Deviation

Investor confidence: Gone in 60 milliseconds
Share @

It's essential that regulators move quickly on high-frequency trading to ensure

Wiitetous Printthis article

Social Media

In order to reach and provide a source of information to a broad audience, FAIR Canada has developed
a Facebook Fan Page, Linkedin Connections and Group, as well a following on Twitter. Our website in-
formation is duplicated on these sites, which link the reader back to our website.
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http://archive.constantcontact.com/fs123/1102284477892/archive/1116936922718.html
http://www.linkedin.com/groupInvitation?groupID=3709990&sharedKey=186C406B3C03
http://www.facebook.com/pages/FAIR-Canada/138310399536931
https://twitter.com/FAIRCanada
http://www.investmentexecutive.com/inside-track-expert?expert=Neil+Gross

Education and Communication
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FAIR Canada strives to educate investors, regulators, government, industry, the media and others on

issues of importance to investors and the investor perspective. Through concise articles posted under

GKS ¢2LJ bSga FyR 5AFf23dz28 aSOGAz2ya 2F Cl!Lw /Yyl RE
topical information, including our comment letters, investor warnings, news about regulatory develop-

ments, important legal or policy developments in securities regulation, informative media articles, rele-

vant conferences, and reports of interest to investors.

LY HamoX GKS ydzYoSNI 2F | SN IS Y22y iKte @raArida I yR
increase. Average visits per day have also increased from 55 visits per day in 2012 to 69 visits per day in
HAaMo® !'& 2F GKS FANRG KIEF 2F wnmniI gKAES GKS @S
file has grown; the fact that 69 percent of the visits are new indicates that FAIR Canada is continuing to
expand its profile and reach new interested individuals and organizations. Investors with complaints or
inquiries regularly contact FAIR Canada after finding and reviewing information on our website.

Website Activity
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Investor Resources Webpage

F\EENELER] [ he Investor Resources page our website provides
[ AR Bty  information for investors on some key areas of inter-
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Complaints Guides frequently accessed by retail in-
vestors who have a complaint about their investments.
FAIR Canada also provides information for investors on
how to check registration of a firm or individual, warn-
ing signs of fraud, resources on RESPs, and information
about the use of leverage for investment purposes. The
Investor Resources site is regularly updated and built
upon as relevant issues and information arise.
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http://faircanada.ca/investor-resources/
http://faircanada.ca/wp-content/uploads/2013/01/FAIR-Canadas-Consumer-Investment-Complaints-Guide.pdf
http://faircanada.ca/wp-content/uploads/2013/01/FAIR-Canadas-Consumer-Investment-Complaints-Guide.pdf

Education and Communication

Conferences, Roundtables and Presentatio
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2014, however, FAIR Canada began plans for a conference in partnership with the Capital Markets In-
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2014. Information about this conference will be disseminated via our newsletter, on our website, and
GKNRdzZAK /aL® ¢KS O2yFTSNBYyOS G(G2LIAO Aa a52S5Sa 5Aal0f2
havioural science and economics that calls into questions the utility of disclosure, and our panelists will
explore the implications of this for securities regulation.

Participation in Conferences, Roundtables and Presentations

FAIR Canada presented at or participated in a number of conferences, roundtables, and educational
courses between January 2012 and June 2014 including:

1 Panelist Ontario Ministry of Finance Financial Planning Roundtable (January 14th, 2014)
1 Panelist CFA Society, Crowdfunding or Crowdfleecing? (December 4, 2013)

1 Guest Lecture University of Toronto School of Continuing Studies (October 31, 2013)

1 Guest Lecture University of Toronto Law Ethics and Governance in Business (October 23, 2013)

1 Participantc Participated in International Monetary Fund assessment of Financial Sector Assess-

ment Program for Canada (June 2013)

Panelist OSGhosted Roundtable on Best Interests Standard (June 18, 2013)

Oral SubmissionOSC public policy hearing on proposed enforcement initiatives (June 17th, 2013)
Panelisth { / Qa Ly @Said2N) w2dzyRiilotS 2y (GKS h{/ Qa SESY
Panelistg OSGhosted Roundtable on Reform of Mutual Fund Fees (June 7, 2013)

Panelist! yABSNEAGE 2F ¢2NRByYyG2 [6Qa /SYGSNI F2NI Lyy 2.
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Presentation- OBSI staff (December 6, 2012)
Panelist Dialogue with the OSC (October 2012)

1 Guest Lecture Ethics and Social Responsibility course at the School of Continuing Studies at the
University of Toronto (October 2012)

1 Presentation Canadian Advocacy Council for the Toronto CFA Society (early 2012)
1 Presentation International Joint Forum roundtable on Point of Sale disclosure (early 2012)

= =4 4 -—a -2
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1 Guest Lecture Ethics and Social Responsibility course at the School of Continuing Studies at the
University of Toronto (early 2012)
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Education and Communication

News Coverage

FAIR Canada endeavors to provide media interviews and to appear on popular television programs
64dzOK +& .bb I SIRtEAYST /./ Q& [+Fy3 3 hQ[SINE 9EOKI
ensure an awareness of issues of importance in investor protection. Through this media coverage, FAIR
Canada provides factual information and the investor perspective on a variety of issues. Our aim is to
educate the public, governments, regulators and other stakeholders so that they are aware of poten-

tial problems and are empowered to minimize harm.

{SS I''LIWSYRAE C IyR 2dzNJ 6S64AGS F2NJ I tAad 2F C! Lw

Television BNN Market Call / Squeeze Play / Headline / Business Day AM
CTV News and W5
Global TV Focus Ontario

CBC Metro Morning

Radio CBC RadigThe Current
Canadian Business Online Argent
Print and Online Media Investmgnt Executive Conseiller
Le Devoir La Presse
London Financial Times Finance et Investissement
Macleans The Globe and Mail
Montreal Gazette The Toronto Star
The Calgary Herald The Vancouver Sun
The Wall Street Journal The Windsor Star
Virage The Financial Post / National Post
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